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PROPOSALS FOR 
INTER-AMERICAN 
PARTNERSHIP 


J. Peter Grace 


Note: Mr. Grace is president of the W. R. Grace & Co, His 
article was contributed to the Management Forum series. However. 
because of its general interest and timeliness, it is being published 
independently of the series. 
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U. S.-Latin American Relations 


There is every indication that the American people 
are disturbed and concerned over the continued deteri- 
oration in relations between the United States and 
Latin America. The Communist takeover in Cuba ac- 
companied by intensified Communist activity through- 
out all of Latin America has shaken the once popular 
notion that the solidarity of the American Republics 
was assured. 

Public attention which had been focused on trouble 
spots in Europe, the Middle East, and Asia was sharply 
diverted to Latin America, an area which previously 
had been considered “safe.” The searching analysis of 
U. S. relations with Latin America which was under- 
taken following the emergence of Fidel Castro produced 
a balance sheet of strengths and weaknesses. It showed, 
in the main, that the structure of our inter-American 
partnership was well developed but drastically in need 
of being shored up. 

In developing this partnership over the many years 
on the basis of the interdependence of the Americas, 
the dedicated and farsighted leaders of the United States 
and Latin America have worked out excellent arrange- 
ments to safeguard the long-range interests of the 
Hemisphere in the political and military fields. In the 
political area the Organization of American States has 
demonstrated its effectiveness in promoting an ever- 
increasing cooperation among the American Republics. 
In the military field the Rio Mutual Defense Assistance 
Treaty has proven a workable instrument in maintain- 
ing peace in the Hemisphere. 

While much work has been done in the economic 
field, it is generally recognized that it is in this area 
that arrangements as long range and as effective as the 
OAS and the Rio treaties are needed. This has been 
well known for a number of years, but it was not until 
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recently that a note of urgency was injected into the 
picture. This devolved from the aggressive attack of 
Castro-Communism throughout the Hemisphere and 
from the very real social and economic problems which 
are growing in intensity and which demand early 
solution. 


The Need for Immediate and Decisive Action 


Clearly, the United States is faced with that “moment 
of truth” in its relations with Latin America, since no 
measures to guarantee the political and military secu- 
rity of the American Republics can long endure without 
a sufficiently strong economic base to sustain them. By 
the same token, we have witnessed the fact that one 
American Republic, namely Cuba, which was encom- 
passed in the OAS and Rio treaties was subverted by a 
small but dedicated group of Communists. 

It is, of course, urgent that the United States provide 
immediate action primarily in the economic and social 
fields to assist the Latin American countries and above 
all to render a sympathetic understanding of the diffi- 
culties and aspirations of the Latin American people. 

Additionally, it appears necessary that at some point 
the United States draw a line where it will not, under 
any circumstances, permit further Communist inroads 
in Latin America—so that it will be clear to all that 
the American Republics stand together in their de- 
termination to maintain their independent and demo- 
cratic political institutions. Such a decision seems im- 
perative as basic U. S. policy in order to minimize as 
far as possible the risk of further Communist takeovers 
in the Western Hemisphere. 

The problem lies in what could be termed a distor- 
tion in our hierarchy of values, in that the priority 
rating which Latin America has been given in our 
over-all foreign policy and in our economic assistance 
programs has not been consistent. If there has been any 
consistency at all, it has been in the fact that this rating 
has usually been too low. But in this life-or-death 
struggle in which we are now engaged and in which 
we may be involved for many years to come, Latin 
America has become the Grand Prize in the eyes of 
the Communists. For if the Communists could capture 
Latin America or at least neutralize it, they could ef- 
fectively undermine the entire worldwide position of 
the United States and deny to our country—and to the 
Free World as well—an essential stronghold in the 
Cold War. In this very serious situation the United 
States runs a risk known all too familiarly as “too little 
and too late.” I would certainly not advocate that we 
rush in with assistance, but in order to guard against 
further Communist takeovers in Latin America it would 
seem the wiser course to take the chance of overdoing 
our efforts in selected areas of our choice rather than 
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erring on the short side as we have been doing. In 
summary, we cannot afford to lose the support of Latin 
America, and it would serve our national interest to 
err, if such occurs, on the plus side. 


Importance of Latin America to the U. S. 


Latin America’s importance to the United States 
need not be drawn out in detail. Politically, it is gen- 
erally well known that we depend upon Latin Ameri- 
can support in the councils of the United Nations in 
one crucially important Cold War vote after another. 
In the Organization of American States as well, the 
continued cooperation of the United States and Latin 
America is of the utmost importance in maintaining 
the security, peace, and economic progress of the West- 
ern Hemisphere. 

Militarily, Latin America’s land mass constitutes the 
southern defense of the United States, and its rich min- 
eral deposits and agricultural areas provide essential 
raw materials and food supplies. 

In the field of business, our own economy would be 
seriously affected without the markets and investments 
we have there. Our two-way trade with Latin America 
totals almost $7 billion, and we now have $8.2 billion 
in direct private investments in these countries. 


Social and Economic Problems of 
Latin America 


Latin America is an area with a land mass twice as 
large as the United States, with twenty nations differ- 
ing radically one from the other and with highly indi- 
vidualistic peoples facing severe economic problems 
that require individual solutions. It is an area suffering 
from the evils of a one-crop economy and urgently 
seeking to diversify in order to help promote its rate 
of growth and to lessen its dependence for a livelihood 
on the export of a few commodities. For example, Chile 
is dependent upon the export sales of minerals for 65 
per cent of its foreign income, and ten countries de- 
pend upon coffee for almost all or a substantial part 
of their foreign earnings. Since the prices for these 
commodities are established in world markets and fluc- 
tuate rather sharply, the Latin American countries find 
their economies moving ahead or falling in line with 
changes in world-market prices. These price variations 
have a very marked effect on each of these nations. In 
the case of Colombia, for instance, it is estimated that 
it loses around $4.5 million every time coffee prices de- 
crease by one cent per pound. 

In the meantime, rapid population growth is bring- 
ing about economic and social pressures within each 
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country. Latin America today has a population of 200 
million people compared to 185 million in the United 
States. But the significant fact is that Latin America’s 
population is growing at a record rate of 2.5 per cent 
a year, compared to 1.6 per cent a year in the United 
States. This means that at the present rate Latin Amer- 
ica, by the turn of the century, will have a population 
of 600 million people and the United States 300 mil- 
lion. This also means that the economic and social 
problems of Latin America which are serious today will 
be critical in the near future. Furthermore, the demands 
for housing, education, land, clothing, etc., which to- 
day are exceedingly great will become intense in the 
next five to ten years. This is due to the fact that 40 
per cent of Latin America’s population is composed of 
youngsters under the age of 15 who in a relatively few 
years will be moving into the consumer population and 
forming families of their own. 


The “Alliance for Progress” Program 


The stresses and strains upon the economies of the 
Latin American countries are bound to become acute in 
the years to come, and the popular pressures for eco- 
nomic and social improvement will be more pro- 
nounced. Apart from the effects which these forces will 
have on the political stability of these nations, Castro- 
Communism will have an even more fertile ground in 
which to act. To meet this monumental problem the 
United States has undertaken a coordinated program of 
economic development in Latin America under Presi- 
dent Kennedy’s “Alliance for Progress.” This program, 
which is both timely and highly necessary, forms an 
excellent base on which a plan of economic cooperation 
can be devised to supplement the inter-American ar- 
rangements already made in the political and military 
fields. 

The “Alliance for Progress” program, as we all 
know, is designed to relieve economic and social pres- 
sures in Latin America and to promote higher living 
standards on the basis of private initiative and self-help. 
It will give greater emphasis to the effective contribu- 
tions already being made in this direction by the Export- 
Import Bank, the World Bank, the new Inter-American 
Development Bank, and the various U. S. lending 
agencies. Administered with vigor and with the full 
cooperation of the Latin American countries it can 
make a significant and dramatic impact upon the eco- 
nomic and social requirements of Latin America. 

The needs in Latin America are many and varied. 
They are so numerous that care must be taken to be 
selective and to concentrate efforts and resources on 
those which might produce the more practical results. 
Neither we nor the Latin American countries them- 
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selves can cure all the ills at once any more than we 
can do so with our own social problems and economic 
imbalances. 


Specific Recommendations 


Recently, we in the Grace organization in an effort 
to help generate public support for the President's 
program published a booklet entitled “It Is Not Too 
Late in Latin America.” In this publication we drew 
upon the experiences and observations of a company, 
made up of Americans and Latin Americans, which has 
been active in this area of the world for over a century. 
In the composite of suggestions and views which we 
gathered there emerged various specific recommenda- 
tions in the most urgent areas of need. I would like to 
mention several of these in summary form. 


1. Land Use and Development. “Land reform” 
through the division of developed and producing lands 
would create more problems than it would solve in 
Latin America. The answer lies in opening up millions 
of acres of fertile land that still await the plow. It lies, 
furthermore, in redistribution of the people on the land 
rather than redistribution of the land among the people. 
To open up new lands, penetration roads are the first 
necessity, and it is in this area that the United States 
can be most helpful. An all-out lend-lease program 
could be undertaken by the United States to provide 
Latin Americans with U. S. road-building, land-clearing, 
irrigation, and transportation equipment to colonize 
and develop its virgin land. Additionally, the United 
States should enlarge its agricultural technical assistance 
program to provide such aids as seeds, fertilizer, and 
surplus foods where necessary, along with farm credit, 
marketing storage, and distribution techniques. 


2. Creation of a Housing Industry. The most re- 
cent authoritative survey shows that 20 million Latin 
American dwellings out of an estimated 31 million are 
below minimum requirements for human habitation. 
Construction of over one million new houses per year is 
required simply to meet the needs of the growing 
population without considering the replacement of un- 
fit houses. The present annual rate of construction of 
new homes is one to every 16 persons being added to 
the population. In the United States, by comparison, 
the rate is one new house for every 3 persons added to 
our population. 

It is out of the question for the United States to en- 
gage directly in a housing program in Latin America to 
meet such overwhelming needs. Furthermore, the Latin 
Americans have the materials, the engineering and the 









































manual skills to build houses. What they lack is knowl- 
edge of the modern methods of financing residential 
construction in which we excel. We must export our 
skills in the formation of capital such as through the 
establishment of savings and loan associations, institu- 
tions similar to the Federal Housing Administration 
and Home Loan Bank Board, and other effective types 
of financing little known or used in Latin America. 
With moderate loans of seed capital and a series of 
technical missions made up of representatives of our 
savings and loan industry and home building industry, 
a self-help housing program in Latin America can be 
launched immediately on a broad front. 


3. Education. It is estimated that 40 per cent of 
the adult population in Latin America is illiterate and 
that the average time spent in school ranges from one to 
three years. Educational facilities are desperately needed, 
and the shortage of teachers is critical. U. S. assistance in 
this field could be most effective by the establishment 
of inter-American teacher training centers in this coun- 
try where 2,000 young Latin American men and women 
would be trained in modern pedagogical methods. Such 
trainees could be enrolled as regular two-year students 
at each of 20 normal schools and teachers’ colleges in 
the United States. Upon graduation they would return 
to their home countries not only as qualified teachers 
but as friends of the United States. 


4. Public Health. Much has been done in this 
field in Latin America to alleviate the severe problems 
of diet, water supply, sanitation, and the shortage of 
physicians, nurses, and hospitals. Nevertheless, a great 
deal more must be done. One effective manner in which 
United States and international assistance to Latin 
America can be supplemented is through establishment 
of an inter-American medical center. Such a center 
would be a hospital, medical school, and a training 
center for Latin American doctors, nurses, and public 
health officers. These facilities would draw upon the 
talents of medical science in all the Americas as well 
as serve as a model for similar medical installations in 
other parts of the world. The United States should 
finance the capital cost of the center, and thereafter it 
would be conducted as a cooperative effort by the 
American Republics. It could be located at a central 
point such as in Panama where it would benefit from 
the proximity of Gorgas Hospital and its laboratories. 


5. Science and Technology. Along the same lines, 
the United States could help advance scientific education 
among the youth of Latin America by establishment of 
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an inter-American science center. This center would 
help the Latin American countries develop the talents 
of their aspiring young scientists, render technical as- 
sistance to Latin American universities, and disseminate 
scientific information to universities and scientists. It 
could also act as a clearing house for gifted Latin 
American students in U. S. universities and training 
centers. 


6. Desalting of Saline Water. As a dramatic 
example of assistance in the field of science and in 
making available more land, the United States could 
extend to Latin America its experimentation in the 
conversion of salt water. Experimental stations could be 
set up on the desert coastal region of Chile and Peru 
and in the drought-stricken northeast of Brazil. Much of 
this land, properly irrigated, could be turned into fertile 
farm lands. 


7. Industrial Development. Much has been said 
and written in the United States about foreign invest- 
ments in Latin America. It is not generally realized, 
however, that foreign investments represent only an 
estimated 10 per cent of all investments in the Latin 
American countries. The remaining 90 per cent is 
obtained from local entrepreneurs whose ability to 
expand is, for the most part, limited by market condi- 
tions and lack of capital formation. The United States 
could lend favorable assistance by making available the 
skills and facilities developed by private business groups, 
by experience of the Reconstruction Finance Corpora- 
tion, the Small Business Administration, the Securities 
and Exchange Commission, the Federal Deposit In- 
surance Corporation, and others. Such organizations 
could form the basis of a technical assistance program 
tailored to the needs of the various Latin American 
republics. Loans in the form of seed capital could be 
provided to help such institutions get started. 


With respect to foreign investments, the United 
States should make a policy decision to encourage U. S. 
private investment in high-risk underdeveloped areas 
such as Latin America. Under such a policy, the most 
effective U. S. assistance would be in the field of taxa- 
tion. Among various measures that could be adopted is 
recognition of the principle of tax deferral on income 
earned from investments which contribute to the 
economic growth of Latin America. The principle of 
the U. S. tax “sparing” should also be recognized on 
income received on investments where a foreign country 
has offered special incentives to attract U. S. private 
capital. Special currency devaluation risk should be 
covered by making available local currency loans for 
50 per cent of the total capital employed in new projects 
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INTERNATIONAL BUSINESS STRATEGY 


United States businessmen are said to be swarming 
all over the world today looking for places to locate 
new facilities. The recent McGraw-Hill survey of capi- 
tal spending plans finds that United States manufac- 
turers sharply increased their overseas investments in 
1960, especially in the Common Market countries, and 
there will be another big increase in 1961. This year’s 
foreign investments will make up more than 10 per 
cent of the total capital spending by manufacturing 
companies, a decided change from the picture just a 
few years ago. 

The same survey indicates that the decisions to in- 
vest abroad are motivated chiefly by the search for new 
and profitable added markets. Only six per cent of the 
companies surveyed attributed their interest in foreign 
countries to lower labor costs. This seems to indicate 
that most of the foreign operations are aimed primarily 
at developing and serving their local markets and nat- 
ural trading areas, rather than manufacturing for ship- 
ment back into the United States, as is sometimes 
claimed. That is certainly the case in General Electric’s 
overseas operations. 





Note: Mr. Cordiner is chairman of the board of the General 
Electric Company. 

‘The Management Forum series is arranged by Dr. James E. Chap- 
man, professor of management and chairman of the Department of 
Management, School of Business Administration of Georgia State 
College of Business Administration. 


Clearly, there is a rising trend to overseas operations. 
There are many reasons to move fast in a fluid situation, 
in order to establish a “ground floor” position in grow- 
ing economies. Nevertheless, one might ask whether 
the helter-skelter pace of overseas investment today 
might not leave a trail of errors in its wake. How many 
executives have clearly thought through a basic phi- 
losophy of overseas operations? How many have had in 
mind not only the surface attractions of high profits 
overseas, but also the prudent long-term interest of 
their share owners, their country, and the host coun- 
tries? The world is in ferment, with political, social, 
economic, and technological revolutions running at full 
tilt. Hence there will be swift, unpredictable changes 
in governments, markets, products, cost relationships, 
and competitive patterns. How can a company assure 
some degree of continuity in this essentially unpredict- 
able situation? 


Each company must arrive at its own managerial 
strategy, but in the General Electric Company, where 
seventy years of experience in overseas operations enter 
into the perspective, we have arrived at this general 
conclusion: Policies of exploitation will not bring about 
the long-term growth and profitability that General 
Electric is aiming for. Instead, the company has the 
posture of an international business organization whose 
purpose is to help interested countries develop their 
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own economies, with the opportunity for General Elec- 
tric to participate profitably in the new markets thus 
created. The essence of a sound international business 
strategy is thus to integrate the interests of the share 
owners, their home country, and the host countries. 
None of these interests can be slighted without weak- 
ening the entire structure over the long term. 
Let us look at these three interests in turn. 


SHARE OWNERS’ INTERESTS 


How can the interests of the share owners be served 
and protected in overseas operations? 


The industrial rush abroad tends to concentrate, log- 
ically, upon countries with proved industrial potential 
and a tradition of respect for private investment and 
private enterprise. About 94 per cent of United States 
manufacturers’ foreign investments are located in West- 
ern Europe and Japan, which are industrially mature, 
and those countries that are well along toward full in- 
dustrialization, such as three or four of Latin America’s 
republics and some members of the Commonwealth. 


Commitments for corporate operations in such coun- 
tries can be made on much the same basic criteria as in 
the United States: economic considerations such as an- 
ticipated growth and profitability of the markets, status 
of competition, and potential demand for the company’s 
products. Political factors, such as attitudes toward 
“outsiders” and tax philosophy for industry, are an 
added element of risk but are not likely to be deter- 
minative in these economically sophisticated countries. 
There are, of course, higher risks in the countries that 
are still establishing their industrial base. There, eco- 
nomic growing pains are likely to produce some fiscal 
and political instability. 


In Growing Economies 


From the share owners’ point of view, investment in 
such growing economies provides an attractive diversi- 
fication with high growth potential. A substantial pro- 
portion of the overseas earnings should be plowed back 
into the development of these growing businesses, but 
the earnings of foreign subsidiaries as remitted to the 
United States can serve to expand the profitability of 
the parent companies in the United States. And the 
dollar inflows can help to alleviate the balance of pay- 
ments problem—a vital consideration in maintaining 
the strength of the dollar as the standard reserve cur- 
rency of the world. 


The prudent interests of share owners are less easily 
determined when the decisions involve commitments 
in the less developed areas of the world, usually char- 
acterized by less stable political and fiscal institutions. 
Here the familiar economic criteria become befogged 
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by political uncertainties. Often these countries have a 
strong preference for government rather than private 
enterprise, and an irrational hostility to private savings 
and investment. 

The advantages of establishing an early position in 
new economies are obvious, but in such countries one 
must be alert for periods of blocked funds, premature 
social legislation, restrictions on operations and profits, 
and occasional losses of an entire investment. Here 
flexibility and diversification seem to be required for 
long-term success. A balance of investments weighted 
selectively toward success can eventually become a 
solid position, in spite of the loss of some of the in- 
vestments. 


In Undeveloped Countries 


Investments in undeveloped countries need not be 
simply a roulette game where one number is as good 
a chance as another. The risks can be reduced by two 
basic policies: 


1. Companies should be slow to invest where they 
are not wanted. Investors understandably tend to avoid 
countries where they meet with gyrating currency, ex- 
change controls, confiscatory taxation, expropriation, 
legal discrimination, and nationalistic restrictions on 
management. But when a country offers reasonable as- 
surances of financial stability, respect for contracts and 
savings, and equality of treatment with domestic capi- 
tal, then it attracts the responsible business enterprises 
that make its economy grow. 


2. Political regimes come and go in most under- 
developed countries, but an investment in industrial 
facilities (as distinct from trading inventories) re- 
quires a relatively long period to recover costs and show 
a profit commensurate with the risks. The problem is 
how to couple the long cycle of industrial investment 
with the short-cycle turnover of political regimes. The 
key to survival through a variety of regimes is this: to 
make the company so visibly useful, not only to the 
few who may be in power but to the fundamental needs 
of the people in that country, that the business rests on 
a basis of popular support and usefulness which all 
politicians feel obliged to respect. Even this, of course, 
is no assurance of invulnerability, but it is the most 
solid rock on which to build in a period of social and 
political change. 


HOME-COUNTRY INTERESTS 


An overseas operation should also be consistent with 
the interests of the country of its majority owners; in 
our case, the United States. Any overseas investment 
today is made in the context of the worldwide struggle 
with communism. The United States is trying to help 
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other nations develop strong, independent economies 
and social structures that are not vulnerable to com- 
munist penetration. Hence overseas operations by 
United States firms should contribute toward that end. 
Companies that aim to exploit a foreign country and 
add little or nothing to its development damage the 
reputation of all private enterprise. On the other hand, 
every responsible United States business operation over- 
seas that truly becomes a constructive member of the 
local community is an operating beachhead for freedom. 
It is extremely important that the traditions of respon- 
sible private enterprise be established around the world, 
particularly in the new nations, as a foundation stone 
on which open societies can be built over the years. 


HOST-COUNTRY INTERESTS 


Now what about the interests of the host countries? 

Those countries that are already industrialized are 
intent upon broadening their own domestic markets 
and natural trading areas and building up their indus- 
trial base. Those countries that have not yet industrial- 
ized seem primarily interested in developing an indus- 
trial base, but also want to build up their home and 
export markets. Operations established by United States 
firms in all such countries should aim to help these 
countries achieve their national aspirations. 


It is a popular cry of the demagogue that all invest- 
ment from foreign sources is a variety of exploitation, 
and one well-known route to office is to denounce the 
so-called “exploiters.” But while the unfortunate situ- 
ation in Cuba may make the headlines, there are many 
more countries where levelheaded and dedicated gov- 
ernments are sincerely trying to build a better life for 
their people. They realize that the investment of fresh 
capital from overseas is a great multiplier, producing 
new levels of economic activity to the benefit of the 
host country, many times the size of the profits earned 
by the investor. 


When a United States company establishes a manu- 
facturing plant overseas, it provides new industrial ca- 
pacity that did not exist before. It provides a regular 
payroll to be spent in the local economy. It brings new 
products and new technology into the country. It opens 
up opportunities for the development of local supply 
businesses, based on local capital, which can grow into 
strong, independent companies. It provides the country 
with a source of important tax revenue to finance edu- 
cation, roads, and other public services. And it provides 
a valuable training ground for the local citizens to 
learn professional, technical, and industrial skills. 


I emphasize this latter point: it is important that 
local citizens be hired, trained, and put into positions 
of responsibility as rapidly as possible. This is not only 
a valuable contribution to the host country’s develop- 
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ment, but it is the best single way to assure the loyalty 
and friendship of the local community, and to teach 
the principles of private enterprise on a practical, con- 
vincing basis. There is much less inclination toward 
discrimination against the foreigner in those countries 
where the way is open for local citizens to rise to posi- 
tions of responsibility in enlightened private enterprises. 

One of the most important services a company can 
render is to do its part in helping the local citizens 
understand the homely economic realities: where jobs 
come from, how capital is formed through personal and 
corporate savings, how the level of living is raised 
through advancing productivity, and why the safety 
and profitability of capital investment is essential to 
their own personal advancement. 

In countries where communists and their sympathiz- 
ers have gained control, the population is taught that 
people with savings to invest are their enemies and 
that a government which suppresses private investment 
offers the way to salvation. Surely such governments 
are leading their people over the abyss. On the other 
hand, since Argentina opened its oil industry to private 
investment it has become practically self-sufficient in 
oil production. A generation or so ago, Mexico’s econ- 
omy suffered from revolutions and jeopardy to private 
investment; but in more recent years, with political 
stability, it has encouraged and respected private in- 
vestment, and it has grown mightily. India has simi- 
larly begun to realize the advantage of an economy 
more open to private investment. 


I have observed that rapid advances in levels of liv- 
ing for the general population do not take place until a 
substantial middle class has developed and the savers 
and owners of businesses are numerous enough to be 
politically effective. These are the conditions that as- 
sure political and economic stability and generate the 
capital for rapid economic growth. If all the wealth is 
in the hands of a few—either a few private owners or 
a government elite as in the communist countries— 
then the general population gets only the leftovers, and 
there is no broad-based political stability to foster eco- 
nomic advance. Private companies can help to build a 
strong middle class. They can teach, by word and by 
example, that the general level of living will rise in- 
finitely faster when local and foreign investors have 
confidence in the safety and fair treatment of their 
investments. 

A foreign subsidiary that brings so many advantages 
to its host country will not only survive changes of 
political regimes, but will help to establish the tradi- 
tion of stable and responsible government, based on 
informed popular support. This in turn serves the 
foreign policy objectives of the United States and the 
other free societies, and provides the share owners with 
an attractive balance of risk and reward, weighted to- 
ward success. 
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U. S. AGRICULTURE: PRESENT AND FUTURE 


CURRENT PROBLEMS 


The problems of agriculture revolve around net in- 
come. Farmers know how to produce quality prod- 
ucts in abundance. Farmers’ costs are more or less rigid 
and increasing. They can be controlled only to a 
limited degree. Farmers can control the prices they re- 
ceive for farm commodities to an even lesser degree, 
and farm commodity prices have been tending to de- 
cline for a number of years. The cost-price squeeze has 
put real pressure on farm income. 


During the war years, with greatly expanding de- 
mand for agricultural commodities and with prices of 
farm commodities rising faster than costs, farmers ex- 
perienced relative prosperity. Farmers in the U.S. re- 
ceived a record net income of $17 billion in 1947. By 
1959 gross farm income was up eight per cent over 
1947; production expenses were up 53 per cent; and 
net income was down 37 per cent. The average net 
per capita income for the farm population from all 
sources, including the value of products consumed on 
the farm and income from work off the farm, was 
$965 in 1959 and for the nonfarm population was 
$2,216. The per capita income of the farm population 
is less than half of the income of the nonfarm popula- 
tion. Even with a decline in farm population and an 
increase in off-farm work, the income of farm people 
compared with others has worsened. In 1947 farm 


Note: Mr. Duggan is vice president of the Trust Company of 
Georgia. An earlier article, on Georgia agriculture, by Mr. Duggan 


appeared im the May issue of the Atlanta Economic Review. 
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people received 59 per cent as much income per capita 
as others and only 43.5 per cent in 1959. 

The problems of agriculture are not new, they seem 

to be constantly recurring. Shay’s Rebellion in 1786 
was a revolt of farmers against deflation. The first pro- 
tective tariff, later known as the Tariff of Abomina- 
tion, passed around 1815, caused farm unrest for 70 
years. 
The period from 1865 to 1900 saw farmers in con- 
stant revolt against economic disadvantages. Hard 
money, high freight rates, and monopoly were the 
most prominent rival issues during this period. 

From 1920 to 1935 agricultural surpluses became 
the chief agricultural issue. Today, agricultural sur- 
pluses are the predominant issue again. The surpluses 
are bigger today. All of the issues today revolve 
around factors that affect either farm production costs 
or prices for farm commodities. All are issues affecting 
farm income. 

There are a number of reasons why farmers do not 
resolve their income problem. Some of these will be 
touched upon but not fully developed. With increased 
technology, increased output per hour of man labor, 
per acre of land, and per animal unit, the market will 
not take at profitable prices all that the farms are pro- 
ducing. Moreover, farmers do not have alternative uses 
for their labor, land, livestock, and equipment. Once 
the crops are planted the farmer is committed for that 
year. The weather can cause production to vary more 
than ten per cent from one year to another. A small 
surplus of farm commodities above the effective market 
demand will disproportionately depress prices. A four 
or five per cent supply in excess of demand will depress 
prices 15 per cent or more. 








When surpluses are in prospect or actually produced, 
the farmer cannot shut down his plant for a few weeks 
until the surpluses have been reduced to more manage- 
able proportions. Each farmer has to produce to his 
limit, although in the aggregate it may mean price- 
depressing surpluses. It is difficult, if not impossible, 
for the two or three million commercial farm busi- 
nesses, acting individually, to adjust output from year 
to year to meet demand. This is not too difficult for the 
automobile industry to do, with only four large com- 
panies to make the decisions. 

The government programs for agriculture have 
been designed to help farmers adjust production to ef- 
fective market demand and to keep farm commodity 
prices from declining to disastrous levels. It is inex- 
cusable that the programs since 1950 have not been 
operated and administered in a manner that would 
keep the tremendous price-depressing surpluses from 
accumulating. 

It has been estimated that, if price supports and 
production controls were removed and present sur- 
pluses worked down in an orderly method over a 
ten-year period, cattle prices would decline 25 per cent 
by 1965; hog prices, 23 per cent; corn prices, 34 per 
cent; and cotton prices, 34 per cent. Production cost 
would continue to rise and net income of farm opera- 
tors would decline 36 per cent. The realized net in- 
come of farm operators would decline to $7.2 billion 
by 1965, compared with $11.4 billion in 1960, and 
$17.3 billion in 1947. Such a decline in farm income 
would prove disastrous to farmers. Land and capital 
investment values in agriculture would shrink. Indus- 
tries, businesses, and financial institutions serving farm- 
ers would feel the pinch in the rural areas. 
Consequently, we will very likely have some type of 
government farm program for a long time to come. 


There are three types or classes of farms in the 
United States and in Georgia. They are (1) commer- 
cial farms, (2) subsistence farms, and (3) part-time 
farms. In the case of part-time farms, the operators, 
and often members of their families, work part time 
at jobs off the farm. 

According to the 1954 Census of Agriculture, 
twelve per cent of the farms produced over 50 per 
cent of all farm commodities sold in the United States, 
and 44 per cent of farms produced 90 per cent of the 
commodities sold. 

Part-time farms, subsistence farms, and other farms 
with gross sales of less than $2,500 annually make up 
56 per cent of all farms in the United States but pro- 
duce only ten per cent of the farm commodities sold. 

A blanket farm program, as so many have been in 
the past, will not meet the problems of agriculture. A 
program that will benefit commercial farms will usu- 
ally be of little or no benefit to the other two classes of 
farms. Yet, in the past we have, to a very large extent, 
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treated all classes of farms alike with some, more or 
less, minor exceptions. 

Price supports and acreage controls are of little 
benefit to the part-time and subsistence farmers be- 
cause they have very little to sell and contribute little 
to agricultural surpluses. These people remain on the 
farm, or are pushed back on these uneconomical-size 
farms in times of recession, because they have nowhere 
else to go and can find no other employment, or are 
using farms primarily as a place of residence. Taking 
many of these farms out of production through acreage 
retirement programs may improve the income of these 
people but will contribute nothing to the solution of 
the surplus problem. 

The problems of subsistence farmers and other 
near-subsistence farmers are not problems of agri- 
culture. They are public, social, and economic problems 
and should be treated as such. The cost of programs for 
these people should not be charged to agriculture any 
more than the cost of slum-clearance programs in 
the cities should be charged to manufacturing alone. 

Most of the problems of part-time farmers can be 
solved by providing full employment at nonfarm jobs. 

However, before programs can be scientifically de- 
signed for each of the three classes of farms, it will be 
necessary to revise all census data and other agricultural 
statistics in order to identify each group and to study the 
problems of each class of farms. Then, and only then, 
will we be able to design programs for each class that 
will be of most benefit to each class of farms. 

We should have learned through the experiences of 
recent years that price supports without production 
controls will inevitably result in surpluses with the 
present expanded agricultural plant. You can’t have 
one without the other. 


A LOOK AHEAD 


Agriculture is dynamic and changing. Technological 
developments are by no means complete. The lag be- 
tween scientific discoveries and application is being 
shortened every year. 


Scientific Developments in Agriculture 


The whole field of biology, including botany, 
zoology, and genetics is opening up new vistas of ad- 
vances in agriculture. Hybrid corn and other crops, 
hybrid animals and cross-breeds have contributed to 
increased productivity and improved quality. The 
broiler business in Georgia owes much to genetics. 
Cross-bred beef cattle, hogs, and dairy cattle are gain- 
ing attention. 

Chemistry is making great contributions to agricul- 
tural progress. Feeds, insecticides, fertilizers, and pesti- 
cides rely upon research in chemistry. The chemistry 
and physical properties of soil are becoming better 
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known. Vitamins, antibiotics, tranquilizers and hor- 
mones are in common usage in agriculture. Chemical 
weed controls are applied to the land at planting time. 
According to a recent issue of The Progressive Farmer, 
36 different kinds of chemicals are used to grow and 
market farm products. Used in cotton production alone 
are fertilizers, fungicides, insecticides, herbicides, and 
defoliants. As many as ten to twelve applications of 
insecticides may be applied to cotton in a single season. 

Geology, meteorology, hydrology, and other ologies 
are scientific handmaidens of agriculture. Water, its 
use, distribution, and control can be critical problems of 
agriculture. Water may become one of our national 
problems of the future, as population, cities, and in- 
dustries increase. Many tobacco and vegetable growers 
are using irrigation to increase yields and quality. 


Modern agriculture depends heavily upon the sci- 
ence of engineering. The research, the discoveries, and 
the invention of engineers, such as the airplane used 
in dusting, and machines for distributing fertilizer, 
seeding, mapping land, herding cattle, and milking are 
all being used by agriculture. Some of the machines on 
farms today were not even visualized a few years ago. 
In cotton production, the farmer with his tractor and 
equipment can, in one operation, cultivate, spray in- 
secticides, and control weeds with flames. There is a 
self-propelled machine that mows, windrows, and 
crushes hay in one operation. It is a far cry from the 
cradle to the combine in grain harvesting. Now 
equipment has been added for drying grain on the 
farm. Many farmers have automatic feeding equipment 
by which, with a push of a button, the farmer feeds his 
herd of cattle, or a time clock may even push the but- 
ton. It is worth one’s time to go by a farm equipment 
dealer’s business just to see the kinds of machinery he 
is selling. Farm buildings are engineered for efficient 
operation and comfort of the animals. Controlled en- 
vironment increases the efficiency of livestock. 

On the modern farm you do not see a cow lot or 
pigpen with all they denote. You see well-lighted and 
temperature-controlled milking parlors, and pig par- 
lors. Before going into a pig parlor today, you are re- 
quired to disinfect your shoes. A pig is naturally a 
clean animal, if humans permit him to be. 

The physicists and atomic scientists are contributing 
to modern-day agriculture and will contribute more in 
the future. Their knowledge is used in controlling in- 
sects by making them sterile; it is used in fertilizer re- 
search, in genetics, and many other ways. Nuclear 
research is of great importance to agriculture. Agri- 
cultural experiment stations are increasing their re- 
search in this field. 

Electronic machines are used by agriculture today 
just as they are being used by business and industry. 
Linear programming is being used on additional 
farms every year. The basic data for farm planning are 
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put in an electronic machine and in a short while cal- 
culations can be made that would take years to make 
by hand. The University of Georgia has an electronic 
machine, one of the uses of which is farm planning. 


The effects of scientific developments in American 
agriculture are dramatically illustrated by a compari- 
son with Soviet agriculture—about 45 per cent or 48 
million workers of the Soviet labor force are employed 
in agriculture compared with less than 10 per cent or 
6 million full-time workers in the United States. Dur- 
ing 1958 Soviet farm production accounted for 11 per 
cent and the United States farm production accounted 
for 16 per cent of total world agricultural production. 
Moreover, Soviet farm production is heavily weighted 
with cereal products and potatoes and by our standards 
is deficient in production of meat, milk, eggs, fruits, 
and vegetables. 

Who Benefits? The short answer is, we all benefit 
from the scientific developments in agriculture. Some 
of the benefits go to farmers. Some go to the people 
engaged in transporting, processing, storing, and dis- 
tributing agricultural products. By far, the greatest 
benefits go to consumers. Most of the factors that re- 
sult in increased efficiency in agriculture also bring 
about increased output per man-hour of labor, per acre, 
and per animal unit. This results in increased total out- 
ut. When farm output is increased at a more rapid 
rate than population and demand increase, prices to 
farmers are reduced and consumers reap most of the 
benefits. 

It is true, as housewives know, that food prices in 
retail stores have increased one-fifth in ten years, while 
prices of most food products at the farm have declined. 
There are two reasons for this. First, we are eating 
much better than we did twenty or thirty years ago. If 
we were satisfied with the old diet we would be spend- 
ing one-fourth less for food today. Second, and a more 
important factor costwise, consumers are demanding 
more and costlier services in their food products. More 
processing and packaging are required. 

A study by the U. S. Department of Agriculture 
showed that a day’s fully home-prepared meals for a 
family cost $4.90 and require 5.5 hours to prepare. 
Partly prepared foods increase the cost to $5.50 but 
reduce the time to 3.1 hours. Fully prepared ready-to- 
cook foods cost $6.70 and require 1.6 hours to prepare. 

Not only have more services been added but the cost 
of all services has increased as nonfarm wages in- 
creased. However, we still spend less than one-fourth 
of our income for food. 

How well the 350 million people in the United 
States will be eating forty years hence and what per- 
centage of their income will be spent for food depends 
in no small degree on how well and how soundly we 
solve today’s farm problems. A declining agriculture 
will inevitably mean a declining industry. 











A study of medical services in the state of Utah was conducted and published (April 1961) by the 
Bureau of Economic and Business Research, College of Business, University of Utah. This very com- 
prehensive report is entitled Survey of Utah Medical Services Provided by Utah Physicians and Hos- 

itals, 1959.* The primary purpose of the survey was to determine the extent of use of medical services 
* Utah's older population and the cost of such services. 


The following excerpts pertaining to older persons are quoted (with appropriate abridgment) from 


the summary of the study. 


Medical Services and Costs for Older 
Citizens in the State of Utah 


*The survey was sponsored by the Utah Blue Cross-Blue Shield 
Plans in cooperation with the Utah State Medical Association, the 
Utah State Hospital Association, and the physicians and hospitals of 
Utah. Copies of the full study may be obtained without charge from 
Blue Cross-Blue Shield Plans of Utah, Box 270, Salt Lake City 10, 
Utah. 
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In this summary of the older person and medical care in 
Utah, the “older” person is considered to be 65 years of age 
and over. 


USE OF MEDICAL CARE 


The average rate of use of physicians’ services by 
older persons in Utah is 54 per cent higher than the 
average rate by persons of all ages in the state’s popu- 
lation. The average rate of use of in-patient services by 
the aged is 73 per cent higher than the average rate of 
use by persons of all ages in the state, and the average 
rate of use of out-patient services by the aged is 80 per 
cent higher than the average rate of use by persons of 
all ages in the state. Older persons, therefore, use a 
disproportionately larger share of medical services. To 
illustrate, older persons use 10 to 11 per cent of all 
medical services but comprise just 7 per cent of the total 
Utah population. 


Incidence of visits to physicians by persons of all ages 
in Utah is 5.4 times per year or 5,426 visits per year 
per 1,000 persons in the entire population. Incidence 
of older persons is much larger, 8.3 visits per year or 
about 8,300 visits per 1,000 older persons. Incidence 
of in-patient discharges from Utah hospitals is 126 per 
year per 1,000 for persons of all ages in the population, 
whereas older persons are discharged at the higher rate 
of 218 per 1,000 persons. Stated another way, the aver- 
age person will be discharged from a hospital once in 
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every eight years and the average older person once in 
every four to five years. Persons of all ages are treated 
at out-patient facilities at the rate of 303 visits per 
year per 1,000 persons; that is, on the average each 
person in the population will visit an out-patient facil- 
ity once in every three years. Older persons visit out- 
patient facilities on the average once in every one to 
two years, or at a rate of 548 visits per 1,000 older 
persons per year. 


VISITS TO PHYSICIANS 


Rates of visits to physicians by older persons exceed 
the visit rate of persons of all ages for 13 of the 18 
applicable major diagnoses groups. Rates of visits are 
less than those of all persons for just five of these major 
cause groups. The yearly rate of visits per 1,000 per- 
sons in each age group for most of the diagnoses groups 
follows the general pattern of increasing from a low 
point in the 5-14 year old group to a peak in either 
the 65-74 year old group or the 75 and over group. 
Exceptions to this general pattern occur in the diag- 
noses groups of (1) general medical examinations, 
(2) diseases of the respiratory system, (3) infective 
and parasitic diseases, (4) inoculations, and (5) con- 
genital malformations. These five groups exhibit a re- 
verse age pattern—higher rates of visits in the younger 
ages with diminishing rates in the older ages. For these 
groups older persons have lower relative visit rates. 


Use of physicians’ services for preventive medicine 
or health supervision by older persons is lower than 
the average use by persons of all ages for this purpose. 
Visits by persons of all ages to a physician for health 
supervision are 12.0 per cent of their total visits and 
rank second as a cause of all visits. Such visits are a 
low 3.3 per cent of all visits by older persons and rank 
as the eleventh cause of their visits. 


Diseases with the highest death rates are more prev- 
alent as a cause of physicians’ visits by older persons 
than by all persons. The first ranking cause of death, 
diseases of the circulatory system, has the highest in- 
cidence of visits among older persons. The second 
highest cause of death, neoplasms, ranks seventh as a 
cause of visits by the aged and has the highest inci- 
dence of visits among those aged 65 and over. 


Diseases of the circulatory system are the leading 
cause of older persons’ visits to physicians and account 
for 23.1 per cent of all visits by the aged. Circulatory 
system visits are a much lower 6.5 per cent of visits by 
persons of all ages to physicians and rank fifth as a 
cause of total visits. Older persons have an incidence 
rate of 1,924 visits per 1,000 persons compared to an 
average rate of 352 visits per 1,000 persons in the 
population. 
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The second leading cause of older persons’ visits and 
the third cause of visits by persons of all ages to physi- 
cians is the diagnoses group of diseases of the nervous 
system and sense organs. Incidence per 1,000 is 857 
for older persons and 437 for all persons. This group 
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accounts for 10.3 per cent of older persons’ visits and 
8.1 per cent of visits by persons of all ages. 


Although the incidence of visits by older persons due 
to diseases of the respiratory system is not greater than 
incidence of visits by persons of all ages due to this 
cause, it is nonetheless the third ranking cause of older 
persons’ visits and accounts for 10.2 per cent of their 
total visits compared to the much greater 20.0 per cent 
of visits by persons of all ages. 


CAUSE OF HOSPITALIZATION 


The rate of discharges of persons aged 65 and over 
from Utah hospitals is greater than the rate of dis- 
charges of persons of all ages for 13 of the 16 appli- 
cable diagnoses groups. No discharges were recorded 
in the in-patient sample of older persons with final 
diagnoses of infective and parasitic diseases or con- 
genital malformations. 


The general age pattern of discharges by diagnoses 
groups is one of increasing rates per 1,000 persons 
from the 5-14 year old age group to a peak in the 65-74 
age group, or in some cases a peak in the 75 and over 
group. Exceptions to this general pattern exist in four 
diagnoses groups. The pattern in the infective and 
parasitic diseases and the congenital malformations 
groups is the same as it is for physicians visits—dimin- 
ishing rates the older the age group. Discharge rates in 
diseases of the respiratory system and the allergic, en- 
docrine system, etc. groups rise to peaks in the middle 
age groups (15-54 and 55-64) and then descend some- 
what in the two oldest age groups. 


Leading causes of deaths rank higher as a cause of 
hospitalization of older persons than of persons of all 
ages. The first cause of older persons being hospitalized 
is diseases of the circulatory system (sixth among all 
persons). Tied for second ranked cause of older per- 
sons’ hospitalization are the diagnoses groups of neo- 
plasms, diseases of the nervous system, and diseases of 
the digestive system (seventh, eighth, and second 
causes of hospitalization of all persons). The four lead- 
ing causes of death are diseases of the circulatory sys- 
tem, neoplasms, diseases of the nervous system, and 
accidents. 


Circulatory system disorders account for 19 per cent 
of older persons’ discharges compared to 6.3 per cent 
of discharges of persons of all ages. Incidence of dis- 
charges per 1,000 persons in this diagnosis group is 
42 for older persons, or 433 per cent greater than the 
average of 8 for all persons. 


Neoplasms are responsible for 26 discharges per 
1,000 older persons compared to seven per 1,000 for 
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persons of all ages—249 per cent greater. The dis- 
charges in this group are 12 per cent of older persons’ 
discharges and 6 per cent of discharges of persons of 
all ages. 


Incidence of discharges classed in the diseases of 
nervous system and sense organs group of older persons 
is 26 per 1,000, or 353 per cent greater than the inci- 
dence among persons of all ages of 6 per 1,000 persons. 
Discharges in this group are 12 per cent of older per- 
sons’ total discharges, while only 4 per cent of dis- 
charges of persons of all ages. 


LENGTH OF HOSPITAL STAY 


The average length of stay in the hospital by older 
persons is 16.7 days, 109 per cent greater than the 8.0 
average days for persons of all ages. 


OUT-PATIENT VISITS 


The rate of out-patient visits by older persons is 
above that of persons of all ages for 13 of the 18 ap- 
plicable diagnoses groups and below that of persons of 
all ages for 5 of the groups. The out-patient survey re- 
sults did not include any visits by older persons due to 
congenital malformations or inoculations. However, 
since the out-patient sample included a relatively large 
share of visits (30 per cent) for which age was not 
reported and 1.8 per cent for which diagnosis was not 
reported, it cannot be assumed that older persons never 
visit out-patient facilities due to these two diagnoses 
groups. 


Out-patient medical services are different from phy- 
sician services and in-patient services. Thus, diagnoses 
groups which cause the most physician visits and hos- 
pital discharges of older persons do not coincide with 
the highest ranking causes of out-patient visits by the 
aged. For example, circulatory diseases lead the list of 
causes of older persons’ medical care by physicians and 
in-patient facilities and account for 23 and 19 per cent 
of total physician visits and discharges, respectively. In 
comparison, circulatory diseases rank third as a cause 
of older persons’ out-patient visits and make up just 12 
per cent of their total visits. The primary cause of 
older persons out-patient visits is allergic, endocrine, 
metabolic and nutritional diseases (16 per cent of their 
total visits), but this diagnoses group is the tenth cause 
of their physician visits (4.5 per cent of their total 
visits) and the twelfth cause of their hospital discharges 
(2.2 per cent of their total discharges). 
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The primary reasons for out-patient visits by persons 
of all ages vary from reasons for visits by the aged. The 
leading reasons for visits by persons of all ages are the 
diagnoses groups of (1) symptoms, senility and ill- 
defined conditions; (2) accidents, poisonings, etc.; (3) 
diseases of the nervous system; and (4) inoculations— 
ranked in that order. The first four ranked causes of 
older persons’ visits are (1) allergic, endocrine, meta- 
bolic, and nutritional diseases; (2) symptoms, senility 
and ill-defined conditions; (3) diseases of the circula- 
tory system; and (4) accidents, poisonings, etc. 


The use of out-patient services for preventive medi- 
cine visits by older persons exceeds that of persons of 
all ages. Incidence of preventive medicine visits among 
persons of all ages is about 65 visits per 1,000 persons 
per year, but the incidence of older persons preventive 
medicine visits is about 114 per 1,000 persons per 
year, or 74 per cent greater. 


COST OF HOSPITALIZATION 


Medical care needed by and supplied to the aged 
costs more on the average than that provided younger 
persons. The average charge per hospital in-patient dis- 
charge in Utah is $157, or $20 per year for each per- 
son in the population. The average charge per older 
person discharged is a much larger $277, or $60 per 
year for each older person. Both the average charge 
per discharge and the average charge per person in 
each age group increases steadily from the 5-14 year 
old group through the 75 and over age group. 


Table 1 


Summary of Charges for In-Patient Hospital 
Services in Utah, 1959 








Estimated Average Average Yearly 

Total Yearly Charge Per Charge Per Person 
Years of Age Charges Discharge in Each Age Group* 
0-4 years $ 953,371 $ 76 $ 7.63 
5-14 years 1,248,061 129 6.20 
15-54 years 9,655,365 148 22.01 
55-64 years 2,015,451 214 34.68 
65-74 years 2,072,850 267 54.37 
75 years & over 1,411,403 291 71.77 
Age Not Reported 135,375 91 al 
Total All Ages $17,491,876 157 $19.85 





*This represents the amount each person in the [aed the of each 

age group, whether treated or not, would have paid id the i 
ion distributed equally among the persons in each age 

**Average charge per person cannot be calculated for t 
Reported” group. 


> “hee Not 


The estimated total yearly expenditure for all hos- 
pital in-patient discharges is $17,491,876. Twenty per 
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cent of the total in-patient bill is for discharges of older 
persons (Table 1). The total yearly expenditure for 
out-patient services is $1,910,082; of this, $265,210 or 
14 per cent is for services rendered to older persons. 

Since older persons are about 7 per cent of the entire 
population and make use of 11.3 and 11.8 per cent of 
total in-patient and out-patient services, respectively, 
their share of total expenditures (20 and 14 per cent) 
is disproportionately high. 


COST OF OUT-PATIENT SERVICES 


The cost figures for out-patient services show a pat- 
tern similar to that of the in-patient charges—cost of 
services rendered tends to increase the older the person 
treated. The average charge per visit for persons of all 
ages is $7 or $2.17 per person per year while the aver- 
age charge for older persons is over $8 per visit and 
$4.59 per older person per year. 


Although the average charges per out-patient visit 
do not increase steadily from the youngest to the oldest 
age groups, as do hospital in-patient charges, the in- 
creasing cost the older the patient treated trend is shown 
by the average cost per person per year, which rises 
from 85 cents in the youngest age group to $5.36 in 
the oldest age group (Table 2). 


Table 2 


Summary of Charges for Out-Patient Hospital 
Services in Utah, 1959 








Estimated Average Average Yearly 

Total Yearly Charge § Charge Per Person 
Years of Age Charges Per Visit in Each Age Group* 
0-4 years $ 106,811 $5 $0.85 
5-14 years 181,722 6 0.90 
15-54 years 690,982 9 1.58 
55-64 years 164,374 10 2.83 
65-74 years 159,743 9 4.19 
75 years & over 105,467 8 5.36 
Age Not Reported 500,983 6 “e 
Total All Ages 1,910,082 7 DAT 





*This represents the amount each person in the pepstatin of each 

age group, whether treated or not, would have — had the charges 

been distributed equally among the persons in each age group. 
**Average charge per person cannot be calculated for the “Age Not 


Reported” group. 


PREPAID MEDICAL COVERAGE 


Some ages of the population have extensive coverage 
by prepaid medical plans. At least 52 to 60 per cent of 
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persons of all ages have some type of prepaid medical 
plan. From 34 to 45 per cent of the older persons in 
Utah are covered by some type of plan—the lowest 
per cent of total coverage of any age group. Among 
those aged 65-74 visiting a physician, 38 per cent do 
not have any type of plan; and of those 75 and over, 
59 per cent are not covered. Of those aged 65-74 dis- 
charged from in-patient hospitals, 52 per cent are not 
covered; and of those aged 75 and over, 62 per cent 
are not covered. 


The extent of prepaid medical coverage shown by 
this survey is undoubtedly understated due to non- 
reporting and to the issuance of special certificates de- 
signed for older persons after the survey period. The 
Health Insurance Institute of New York reported that 
62.6 per cent of Utah’s population had hospital cover- 
age and 60.5 per cent had surgical expense coverage 
at the end of 1959. 


METHOD OF PAYMENT 


Persons aged 65 and over cover a larger share of 
their total hospital in-patient charges by cash than does 
any other age group. On the average, older persons’ 
hospital charges are paid 35 per cent by cash, whereas 
cash does not account for more than 25 per cent of any 
other age group’s payments. Prepaid medical plans pay 
less and charity sources pay more of the older persons’ 
total in-patient hospital charges than they do of any 
other age group’s charges. 


In all but the two oldest age groups, the per cent of 
in-patient hospital charges paid by prepaid medical 
plans exceeds the per cent of cash payments in the same 
age group. 

Methods of payment for out-patient charges vary con- 
siderably from those of in-patient charges. For example, 
in all age groups the per cent of total payments by char- 
ities (average of 20.7 per cent) is far greater than the 
per cent of in-patient charges paid by charity (average 
of 8.0 per cent). The per cent of out-patient charges 
borne by prepaid medical plans (average 25.7 per cent) 
is far less than the per cent of in-patient charges (aver- 
age of 41.6 per cent) paid by these plans for each age 
group. 

Of the total out-patient charges for older persons’ 
visits, charity covers 50 per cent and cash 27 per cent. 
Younger persons’ charges are paid more by prepaid 
medical coverage and credit. 


The extent to which prepaid medical plans pay hos- 
pital charges (both in-patient and out-patient) drops 
sharply for persons aged 75 and over, even compared 
to those aged 65-74 years. 
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Note: The system of Economic Areas outlined was developed for 
the United States Bureau of the Census and the United States De- 
partment of Agriculture under the direction of Professor Donald J. 
Bogue of the University of Chicago and Miami University (Ohio) 
and Calvin L. Beale of the United States Department of Agriculture 
(formerly with the Bureau of Census) with the cooperation and as- 
sistance of many people in and out of the federal government. Many 
of the data series in the censuses for 1950 and 1960 have been pre- 
sented for economic areas. 


Delimitations of boundaries were made on the basis of a number 
of economic, sociological, and geographic characteristics of counties. 
The types of characteristics examined include types of farming, crops 
raised, types of manufacturing, racial composition of population, levels 
of living of farm and nonfarm people, climate, topography, industrial 


20 


STATE ECONOMIC AREA BOUNDARY, ALL STATE BOUNDARIES 
AND ECONOMIC SUBREGION BOUNDARIES ARE ALSO STATE 
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composition of employment (i.e., per cent in mining, manufacturing, 
farming, trade, etc.), population density, urbanization, rate of popula- 
tion growth, and many others. Boundaries of all economic areas con- 
form to county lines but not necessarily to state or any other political 
boundaries. 

Homogeneity within economic areas varies inversely with size of 
area. For example, State Economic Areas are considered to have a 
rather high degree of homogeneity within their boundaries with re- 
spect to most important characteristics while Economic Subregions 
are somewhat less homogeneous, since they usually contain several 
State Economic Areas. 

Source: U. S. Bureau of the Census, U. S. Cemsus of Population: 
1960, Number of Inhabitants, United States Summary, PC (1)— 
1A, Figure 7. 
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There is no “Southeast”—at least not in the sense of 
a homogeneous geographic or economic unit. The eco- 
nomic and sociological characteristics of the Southeast 
are as widely varied as the topography of its land sur- 
face, which ranges from the heights of the Great 
Smokey Mountains to the plains of the Atlantic and 
Gulf coastal areas and to the rich flat farmland of the 
Mississippi Delta. 

Much has been said and written in recent years about 
the rapid progress of industrialization and the rapid 
growth of economic activity generally in the “South- 
east” relative to other parts of the nation. Although it 
is true that the southeastern United States as a general 
region has experienced a more rapid rate of growth in 
certain phases of its economic life than many other 
regions, it is equally true that some subareas within the 
Southeast have made more progress than others, and 
some have even declined. 


For a firm looking for new markets for its products 
or services or new sources of labor supply it is not 
enough to know that a general region is or is not grow- 
ing; it is important to know specifically which subareas 
within the general region are likely to offer the greatest 
potential. The present article and others to follow are 
designed to point up differences in the economic poten- 
tials of various subareas within the Southeast as it is 
usually defined. The later articles will examine specific 
aspects of this diversity, such as population growth and 
characteristics, industrial composition of employment, 
composition of skills, etc. The present one is concerned 
with the fact of their existence. 


Pictured in the accompanying map are the bound- 
aries of the State Economic Areas and Economic Sub- 
regions, or their parts, which lie within the southeastern 
states.’ It will be noted that the boundaries of the eco- 
nomic areas do not necessarily coincide with state lines. 
They usually do not; relatively homogeneous Economic 
Subregions cut across state lines. In many cases fairly 
narrow belts spanning several states may be viewed as 
relatively homogeneous economic units. An example 
is Subregion 35 (South Carolina-Georgia Fall Line 
Sand Hills Subregion) which extends from Phenix 
City, Alabama, northeastward across central Georgia, 
to north central South Carolina. Another is Subregion 
61 (Tennessee-Mississippi River Hills Subregion) 
which extends from central Mississippi northward 
through western Tennessee to the Kentucky state line. 
As an example of relative homogeneity within and 
heterogeneity between subregions, the first cited is made 
up of a series of Metropolitan State Economic Areas, all 
with population increases from 1950 to 1960 ranging 
from about 15 to about 53 per cent, and separated by 


1As developed for the United States Bureau of the Census and 
the United States Department of Agriculture. See note to map. 
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rural areas with population losses over the same period 
of about nine per cent in the Georgia segment and two 
per cent in South Carolina. Immediately to the north 
of this region is Economic Subregion 42, a largely 
rural area (but including Atlanta) extending from east 
central Alabama across north central Georgia into 
western South Carolina. The Alabama and South Caro- 
lina parts of this subregion experienced fairly small de- 
creases in their population during the 1950-60 decade. 
In Georgia the rural areas experienced moderate in- 
creases while the Atlanta metropolitan area increased 
substantially (39.9 per cent). To the south of Sub- 
region 35 lie Subregions 36 and 41, both predomi- 
nantly rural and both with moderate population de- 
creases. 


As a further example, the rural areas of Subregion 
61, both in Tennessee and Mississippi, lost from seven 
to nine per cent of their population while the Memphis 
metropolitan area gained about 30 per cent. At the 
same time, Subregion 60 to the east in Mississippi and 
Tennessee had population losses of about 10 per cent; 
Subregion 59 to the south and east in Mississippi and 
Alabama had more moderate population losses of from 
two to seven per cent in its rural areas but a gain of 
31.6 in the Jackson metropolitan area. 


Relatively homogeneous areas may span several 
states. However, it is difficult to travel the length or 
breadth of any southeastern state without passing 
through two or more areas with distinctly different 
economies as well as different potentialities for future 
growth. A prime example is Georgia: a person travel- 
ing from say Chattanooga (Tennessee) to Savannah 
(Georgia) must pass through at least five economic 
subregions with different economic characteristics. 
Moreover, it is fairly clear that most, if not all, metro- 
politan areas within the Southeast are more like each 
other and their counterparts in other regions in almost 
all respects than the nonmetropolitan areas within their 
own states, or even their own Economic Subregions. 
This applies to their economic potentials as well as to 
their current characteristics. One example of the simi- 
larity of metropolitan areas is provided by the data on 
population growth cited above. Each of the metropoli- 
tan areas had large population gains over the decade 
while the surrounding rural areas had losses or only 
small gains. 


Hence it is important when considering the South- 
east to keep in mind that there is no single homogen- 
eous Southeast in any meaningful sense. Each subarea 
has its own peculiarities; some of them are growing 
and others declining, and some of them have rather 
highly developed economies while others are quite 
primitive. This series of articles is intended to point up 
some of these differences. 


Roger L. Burford 
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% Change 
8 months ‘él 
August July % August %o over 
1961 1961 Change 1960 Change _— 8 months ‘60 
EMPLOYMENT 
Job Insurance (Unemployment) 

Payments $746,222 $614,859 +214 $644,303 +15.8 +78.5 
Job Insurance Claimants —____. 9,285 8,573 +8.3 8,608 +7.9 +43.5* 
Total Non-Ag. Employment ___— 366,250 364,600r +0.5 362,250 +1.1 —0.7* 
Manufacturing Employment —_._. 81,400 82,700r —1.6 84,050 —3.2 —5.5* 
Average Weekly Earnings, 

Factory Workers —-_.___. $82.99 $83.19r —0.2 $79.36 +46 +2.5* 
Average Weekly Hours, 

Factory Workers —._.__ 39.9 39.8r +0.3 38.9 +2.6 +-9.7° 
Index of Help Wanted Ads 

(Seasonally adjusted, 1947-49 

Avg.—100) 138.6 144.3 —4.0 112.4 +23.3 —12.1 

CONSTRUCTION 
Number of Building Permits§ __ 926 798 +16.0 696 +33.0 +199 
Value of Building Permits§ ____ $10,708,106 $3,391,448 +215.7 $6,850,374 +56.3 —145 
Employees 23,100 21,050r +9.7 21,950 +5.2 “+2.3* 
FINANCIALT 
Bank Debits (Millions) — $2,312.2 $2,169.6 +6.6 $2,209.8 +46 +33 
Bank Deposits (Millions) ____ $1,399.0 $1,417.3 ~—13 $1,344.7 +4.0 +8.6* 
OTHER | 
Department Store Sales Index _______ 166 182 —88 165 +0.6 —1.59 
Retail Food Price Index _.._______. 118.5 118.9 —0.3 118.1 +0.3 +1.1** 
Number of Telephones in 
Service 392,307 390,532 +0.5 375,859 +44 +5.0** 











r—Revised 
§City of Atlanta only 


*Average month 


**End of period 


Based on retail dollar amounts 

+Data from members of the Federal Reserve System only 

Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of La- 
bor; Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, At- 
lanta, Georgia; Financial data: Board of Governors, Federal Reserve System; Retail Food Price Index: U. 8. Department 
of Labor; Department Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve 
System; Telephones in Service: Southern Bell Telephone and Telegraph Company. 


Note: The last column figure for bank deposits in the October issue should have been 4+-9.3. 
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ATLANTA 


In August there was a resumption of the upward 
movement of total NONFARM EMPLOYMENT after its 
temporary reversal in July. August employment was 
also slightly above the year-ago figure but the average 
for the year so far was still below 1960. MANUFACTUR- 
ING EMPLOYMENT, however, was down by 1.6 per 
cent from July, primarily as a result of reductions in 
automobile employment. At the same time employ- 
ment in trade was up slightly from July but was still 
considerably below the August 1960 figure. The gains 
in nonagricultural employment were attributable pri- 
marily to gains in CONSTRUCTION EMPLOYMENT fe- 
sulting from the return to work of workers out in July 


because of a labor dispute. 


The Georgia State Employment Service reports that 
unemployment also rose in August as the number of 
unemployed auto workers, out for the annual model 
changeover, was only partly offset by the withdrawal 
from the labor force of students who were unsuccessful 
in finding summer jobs. Reflecting this increase in un- 
employment, the number of JOB INSURANCE CLAIM- 
ANTs in the Atlanta area increased by 8.3 per cent from 
July and the amount of JOB INSURANCE PAYMENTS 
increased by 21.4 per cent. The total amount of job 
insurance payments for the year through August was 
78.5 per cent above that for the same period in 1960. 


The INDEX OF HELP WANTED ADs (seasonally ad- 
justed) was also down (—4.0 per cent) from July, al- 
though up considerably (+23.3 per cent) from August 
of last year. 


Construction activity in August represented a bright 
spot in Atlanta’s economic picture. The number of 
CONSTRUCTION WORKERS EMPLOYED (indicating total 
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BUSINESS 


ACTIVITY 


cufrent construction activity) was 9.7 per cent above 
the July 1961 and 5.2 per cent above the August 1960 
levels. At the same time the VALUE OF BUILDING PER- 
MITS issued in Atlanta (an indication of current in- 
tentions to build in the near future) increased by 215.7 
per cent over the low figure for July and by 56.3 per 
cent over that for August last year. The increase over 
July was distributed fairly evenly between business and 
residential types of construction, with a fairly large part 
of it being for a new hospital. 


There were several other changes of significance in 
August. BANK DEBITS, an indicator of total expendi- 
tures in Atlanta, increased by 6.6 per cent over the July 
figure and were ahead of the August 1960 figure by 
4.6 per cent. At the same time, however, DEPARTMENT 
STORE SALES were off by 8.8 per cent from July, though 
they were up slightly from last year. For the year 
through August, department store sales were running 
a little behind those of the comparable 1960 period. 
The RETAIL FOOD PRICE INDEX dropped very slightly 
from July, though it was still a little above last year. 


Roger L. Burford 
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Research Studies Available 


RESEARCH PAPER NUMBER 21 


Urban Transportation Dilemma 
. « » Stephen Paranka 


42 + ii pp., 8% x 11 in. 
(Price—50¢ plus 2¢ sales tax in Georgia) 


The problem of traffic congestion is a familiar one. Dr. 
Paranka’s study of the urban situation points out some of the 
factors which have led to the increased use of automobiles 
and the decline in use of mass transit. He suggests the need 
for a program of planning for future urban transportation— 
a program which provides for an administrative planning 
body with regulatory jurisdiction over all aspects of urban 
transportation, with responsibility for making capital im- 
provements to the transportation system, and for whose oper- 
ations the necessary revenue would be specifically provided. 

Dr. Paranka is associate professor of marketing, School of 
Business Administration of Georgia State College of Business 
Administration. 


RESEARCH PAPER NUMBER 20 


Man-Made Fibers: A Growth Industry for 
the Diversifying South 
- . « Jack Blicksilver 
60 + ii pp., 84% x 11 in. 
(No charge for single copies) 

Two broad hypotheses are examined in this study of the 
man-made fiber industry: (1) that man-made fiber produc- 
tion, having experienced a rapid rate of growth during the 
last fifty years in this country, is a highly desirable industry 
for the region in which it locates; and (2) that the industry 
enjoys a comparative advantage in the South. 

Dr. Blicksilver concludes from his study that the textile 
South possesses the market, materials, and labor to attract the 
bulk of the facilities for the commercial production of man- 
made fibers, a dynamic industry generally characterized by 
stability and high rates of return. 

Dr. Blicksilver is associate professor of economic history, 
School of Business Administration, Georgia State College of 
Business Administration. 


For copies of the studies named above, send requests to the Bureau of Business and Economic Research, School of Business 
Administration of Georgia State College of Business Administration, 33 Gilmer Street, S. E., Atlanta 3, Georgia. 
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